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D e a r  A p p l i c a n t :  

W e  h a v e  c o n s i d e r 4  y o u r  a p p l i c a t i o n  f o r  r e c o g n i t i o n  o f  
e x e m p t i o n  u n d e r  s e c t i o n  5 0 l ( c )  ( 3 )  o f  t h e  I n t c r n n l .  R e v e n u e  C o d e .  

T h c  i n f o r m a t i o n  s l ~ b n i t t e d  i i ~ d i c n t e s  t h a t  you  were 
i n c o r p o r a t e d  i n  t h e  S t a t e  o f  * * * * * * * * * *  o n  * * * * * * * *  * * * * .  
Your  a r t i c l e s  o f  i n c c r p o r a t i o r !  c o n t a i n  a s e c t i o n  5 0 1 . ( c )  ( 3 )  
p u r p o s e  l i m i t a t i o n  a n d  a l s o  a s e c t i o n  5 0 1 ( c ) ( 3 )  d i s s o l u t i o n  
p r o v i s i o n .  

Your p r o p o s e d  a c t i v i t i e s  a r e  d e s c r i b e d  i n  y o u r  a p p l i c a t i o n .  
You d o  n o t  p r e s e n t l y  c o n d u c t  a n y  a c t i v i t i e s .  You w i l l  p r o v i d e  
v a r i o t l s  s e r v i c e s  t o  y o u r  members. Ar t i c l e  XI11 o f  y o u r  b y l a w s  
p r o v i d e s  f o r  m e m b e r s h i p  f o r  a n y  p e r s o n  who is a w a r  v e t e r a n ,  a 
p a s t  o r  f o r m e r  n c m b e r  o f  t h e  U n i t e d  S t a t e s  Armad F o r c e s ,  a  c a d e t  
( i n c l u d i n g  o n l y  s t u d e n t s  i n  c o l l e c j e  o r  u n i v e r s i t y  ROTC p r o g r a m s  
o r  a t  a r m e d  s e r v i c e s  a c a d e m i e s )  o r  t h e i r  s p u u c c s ,  w i d o w s ,  a n d  
w i d o w e r s .  You n o t e  t h a t  t h e r e  a r e  2 7  m i l l i o n  v e t e r a n s  i n  t h e  
U n i t e d  S t a t e s  a t  t h e  p r e s e n t  t ime.  Your  i n c o m e  w i l l  b e  g e n e r a t e d  
p r i n c i p a l l y  i r o n  d u e s  p a i d  by members ,  a l t h o u y h  you  p r o j e c t  
c o n t r i b u t i o n s  i n c o m e  i n  t h e  r a n g e  of? ****  % o f  t o t a l  r e c e i p t s .  
A r t i c l e  X I V  p r o v i d e s  t h a t  t h e r e  w i l l  b e  a $ * *  d o l l a r  e n t r a n c e  f e e  
f o r  m e m b e r s ,  a n d  a  $** a n n u a l  f e e  t h e r e a f t e r .  

You w i l l  p r o v i d e  h o u s i n g  f o r  y o u r  members, w i l l  o p e r a t e  
r e t a i l  o u t l e t s  f o r  rr tenbcrs  o f f e r i n g  g r o c e r y  items a n d  g e n e r a l  
m e r c h a n d i s e ,  a n d  w i l l  a l s o  p r o v i d e  a h e a l t h  a n d  d e n t a l  p l a n  o p e n  
o n l y  t o  y o u r  m e ~ b e r s .  Your  h o u s i n g  p r o g r a m  will p r o v i d e  * * %  o f  
i t s  h o u s i n g  t o  n e ~ b e r s  a r e  c l a s s i f i e d  a s  b e i n g  members  o f  low 
i n c o m e  f a m i l y  u n i t s ,  **3 o f  i t s  h o u s i n g  t o  members who a r e  
*  a s s i f i e d  a s  b e i n g  c e n t e r s  o f  m o d e r a t e  i n c o m c  f a m i l y  u n i t s ,  a n d  
* 0 %  o f  y o u r  h o u s i n g  t o  members w i t h o u t  r e g a r d  t o  i n c o m e .  
I n i t i a l l y ,  y o u  w i l l  p r o v i d e  t h e  a b o v e  t h r e e  s e r v i c e s  i n  t h e  S t a t e  
o f  * * * * * * * * * t ,  b u t  p l a n  t o  e v e n t u a l l y  e x p a n d  y o u r  o p e r a t i o n  t o  
a 1 1  5 0  s t a t e s .  An a d d i t i o n a l  b e n e f i t  t o  members w i i i  b e  t h e  
p r e f e r e n c e  g i v e r 1  t o  ~ c n b e r s  i n  h i r i n g  e m p l o y e e s  t o  i m p l e m e n t  t h e  
a b o v e  t h r e e  s e r v i c e s .  



*************************************** 

Section 501(c)(3) of the Internal Revenue Codt! provides in 
part for the? exemption from Federal income tax for organizations 
orqanized ?.nd operated exclusively for charitable or educational 
plrrposes. 

Section l.501!c) (3)-.l(a) (1) of tt.e Income Tax Regulatinns 
provides that in ordcr to be exempt a s  an organization described 
in section 501(c) ( 3 ) ,  an organization must be both organized and 
operated exclusively for one or more of +he purposes specified in 
such ssct.ion. 

.<;action 1.501 (c) (3) -1 (c) (1) of the regul.ationn provides that 
~ln orqanizat ion will be recjardcd as "operated exclusively~~ for 
one or more exempt purposes only if it engages in activities 
which accomplish one or more of such exempt purposes specified in 
section 501(c) (3). An orcjanization will not bc so regarded if 
more than an insubstantial part of its activities is not in 
furtherance of an exempt purpose. 

.C;cction 1.501 (c) (3) -1 (c) (2) of the reyulations states that 
an organization is not operated exc1usi~~el.y for one or more 
exempt purposes i f  its net earnings inure in whole or in part to 
the acnefit of private shareholders or individuals. 

Section 1.501 (a) -1 (c) of the regulations provides that 
"private shareholder or individuai" as used in section 501 refers 
to persons having a personal and private interest in the 
activities of an organization. 

You will be operated exclusively to provide economic 
benzfits in the form of reduced price housing, food and consumer 
goods, and health and dental benefits. In some cases you will 
also provide employment to your member?,. Consequently, your 
members have a personal and private interest in the activities of 
your organization, and may be considered "private shareholders or 
individuals" within the meaning of section 1.501(a)-l(c) of the 
regulations. 

.4s provided in section 1.501 (c) (3) -1 ( c )  ( 2 )  of the 
rcyulations, as your net earnings inure in whole or in part to 
the benefit of private share!lolders or individuals, you are not 
operated exclusively for or.e or more exempt purposes, which is 
required by section 1.501. (c) (3) -1 (c) ( I )  of the regulations for 
organizations desirincj exemption under section 501(c) (3). 

Accordingly, you do not qualify for exempt status under 
section 501(c)(3) of .the Code. Contributions to you are not 
deductible under section 170 of the Code. 



************** *********** 

You have t h ~  right to protest our rullqg if you believe that 
it is incorrect. To protest, you should submit a statement of 
your views, vith a full explanation of your reasoning. This 
statement must t~ submitted within 30 days from the date of this 
lettcr, and nust be signed by one of your officers. You also 
have a right to a conference in this office after your statement 
is submitted. I f  you want a conference you must request it when 
you file your protest statement. If you are to be represented b l ~  
someone who is not one of your officers, he/she must file a 
proper power of attorney and otherwise qualify under our 
Conference and 2ractice requirements. 

If you do ro" protest this proposed ruling in a timely 
manner, it will be considered by the Internal Revenue Service as 
a failure to exhaust available administrative remedies. Section 
7428(b)(2) of the Code provides, in part, that a declaratory 
judgement or decr?e under this section shall not be issued in any 
procecdiny unless the United States Tax Court, the United Statcs 
Claims Court, ,-,r ':he District Court of thc Unitcd States for the 
District of Colur,bia cletcrmines that the oryanization involved 
has exhausted adininistrativc remedies available to it within the 
Internal Revenue Service. 

I f  we do not hear fron you withln 30 days, this ruling will 
become final and copies b;111 be forwarded to your key District 
Director. Thereafter, any questions about your federal income 
tax status should be addressed to that office. Thc appropriate 
State officials uill be notificd of this action in accordance 
with section 6104 (c) of the Code. 

Sincerely yours, 

**************** 
Chief, Exempt Organizations 
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